Commodity Futures Trading Commission

the leverage customer, including car-
rying charges, in connection with the
leverage contract.

[60 FR 36416, Sept. 6, 1985; 50 FR 37519, Sept.
16, 1985, as amended at 54 FR 41083, Oct. 5,
1989]

§31.27 Registered futures association
membership.

Each person registered or required to
register as a leverage transaction mer-
chant must become and remain a mem-
ber of at least one futures association
which is registered under section 17 of
the Act and which provides for the
membership therein of such leverage
transaction merchant, unless no such
futures association is so registered.

[564 FR 41083, Oct. 5, 1989]

§31.28 Self-regulatory organization
adoption and surveillance of min-
imum financial, cover, segregation
and sales practice requirements.

(a) Bach self-regulatory organization
must adopt, and submit for Commis-
sion approval, rules prescribing min-
imum financial, cover, segregation and
sales practice, and related reporting re-
quirements for all its members who are
registered leverage transaction mer-
chants. Each self-regulatory organiza-
tion shall submit for Commission ap-
proval any modification or other
amendments to such rules. Such re-
quirements must be the same as, or
more stringent than, those contained
in this part 31 and the definition of ad-
justed net capital must be the same as
that prescribed in §31.9(b)(4) of this
part.

(b) BEach self-regulatory organization
which has members who are registered
leverage transaction merchants shall
have in effect and enforce rules sub-
mitted to the Commission pursuant to
paragraph (a) of this section and ap-
proved by the Commission.

(c) Any two or more self-regulatory
organizations may file with the Com-
mission a plan for delegating to a des-
ignated self-regulatory organization,
for any registered leverage transaction
merchant which is a member of more
than one such self-regulatory organiza-
tion, the responsibility of:

(1) Monitoring and auditing for com-
pliance with the minimum financial,
cover, segregation and sales practice,
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and related reporting requirements
adopted by such self-regulatory organi-
zations in accordance with paragraph
(a) of this section; and

(2) Receiving the reports necessitated
by such minimum financial, cover, seg-
regation and sales practice, and related
reporting requirements.

(d) Any plan filed under this section
may contain provisions for the alloca-
tion of expenses reasonably incurred by
the designated self-regulatory organi-
zation among the self-regulatory orga-
nizations participating in such a plan.

(e) A plan’s designated self-regu-
latory organization must report to
that plan’s other self-regulatory orga-
nizations any violation of such other
self-regulatory organizations’ rules and
regulations for which the responsi-
bility to monitor, audit or examine has
been delegated to such designated self-
regulatory organization under this sec-
tion.

(f) The self-regulatory organizations
may, among themselves, establish pro-
grams to provide access to any nec-
essary information.

(g) After appropriate notice and op-
portunity for comment, the Commis-
sion may, by written notice, approve
such a plan, or any part of the plan, if
it finds that the plan, or any part of it:

(1) Is necessary or appropriate to
serve the public interest;

(2) Is for the protection and in the in-
terest of leverage customers;

(3) Reduces multiple monitoring and
auditing for compliance with the min-
imum financial, cover, segregation and
sales practice, and related reporting re-
quirements of the self-regulatory orga-
nizations submitting the plan for any
leverage transaction merchant which is
a member of more than one self-regu-
latory organization;

(4) Reduces multiple reporting of the
information necessitated by such min-
imum financial, cover, segregation and
sales practice, and related reporting re-
quirements by any leverage trans-
action merchant which is a member of
more than one self-regulatory organi-
zation;

(5) Fosters cooperation and coordina-
tion among the self-regulatory organi-
zations; and
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